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x, ,, 1 ‘ uatl j e ct audit report is an excellent symptomatic review of manv 

i a t nd ift e r n f- pr t obl Tj n the field a— " acS 

istrabion. It is the first audit report of sufficient scope to indicate 

St v ^ of these difficulties. In this light it is welcomed 

with the hope that it mil lead to an objective study and resolution of 
the many current problems facing CIA. " ” 


2. Allhough I sincerely regret the need to do so. I feel that I must 

SSL°"t S ioi r T e tJ S 16 tenoral aeoeptance of this audit report in Us deling 
i licc.tions . Its objectionable features appear to be as follows: L 


a. The inherent philosophy of the audit report appears to 
repudiate both congressional and agency philosophy that confidential 
xunds may be expended without regard to statutes and governmental 
gulauions men warranted for reasons of operational security 
expediency and emergency. J 3 

„ , b ’„. I ! 1 , lgn ® e s.the fact that covert operations are conducted 

conditions which do not permit the application of highly 
- zed rules , regulations and administrative procedures it 
XEnora, the fact that the actual expenditures a^Sdf^ ta„d)L 

indlvldual3 ®o could not possibly be subjected to the detailed 
requirements . 01 exacting regulations. 

. 1 °* It fails . to recognize that the Finance Division, in addition 

eing responsible for the proper administration of agency funds 
in accordance with agency regulations and policies, is Sso resoonsible 
•xor adequate and secure support of covert operations. In this ca^cit? 

f^ a S^a= 0US “ al * unor thodox^e thods ^ 

disbursing Financ ® Division is just another government 

remSl l 5® operated ln accordance with prescribed 
f!^ la ^ 10nS ^ Procedures of government and that the Audit Division 


is performing a routine GAO audit, 
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. ^ f 3 - 113 to mention that the greatest obstacle and deterrent 

to the attainment of higher standards of financial processing and 
record keeping has been the lack of adequate staffing of the°Finance 
Division and that the Finance Division has been fully cognizant of 
its deficiencies and has ceaslessly attempted to correct" them within 
its circumscribed capabilities. 

n • It nJS 1 ' ngeS lipon the discretionary authorities given to 

ertifyxng Officers m the Confidential Funds Regulations to modify 
the procedural requirements of the regulations when apparently warranted 

Approvii 1 oS 0 er=r m5taiKeS apprOTed or requested by designated 

In summarisation, the audit philosophy appears to be out of step pith basin 
of cteSSStLrooS! 10 " 31 require,,:ents ’ “ d Presents criticisms out 


25X1 A 


3. In general, I am in complete accord with criticisms 

as to the inadequacy, slowness and relative superf^H^^^^he financial 
processing during the period covered by the audit. SspoLJbiiitv 1 

pS1riiZate e sSr d ? the pr f 0r ^--^rati'on fhioh 

S S 82 assuretSrfSLg 

li^t of 23 through 27 of the audit report consist of a summary check 

s? ss- tfs Ls ? 

nature and probable cause as follows: si thelr lri t> 0]rt ance. 


Refutable 

Refutable or due to Agency policy or procedural 
inadequacies 

Refutable and/or unavoidable for reasons of 
inadequate staffing 

Refutable and/or waived as minor technicalities 
^f CIA P ° liCy ° r pr0cedural inadequacies on part 


7 

28 


h 

7 


Un t V Si dable at time for rea sons of inadequate 
staffing 

minor technicalities 


2 

6 


56 Items 
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in vxew oi the writer's opinion that 2*1 of the 56 items are subject to 

^fo ^° + n ln th ! lr entiret y or should warrant caution in acceptance of 

hxs audit report as a conclusive document. The fact that 35 of these items 
if accepted. as valid criticisms are then believed due to agency policy or 
procedural inadequacies is indicative of the true cause of the conditions 
reported upon. It is these policy and procedural deficiencies, rather than 
the financial symptoms thereof, which should be studied if aiy benefits are 
to be derived from this report. 

nppri S ' ^ ana ^ n is ° f P° lic y procedural deficiencies indicates a vital 
need lor the establishment, revision or augmentation of Agency policies and 
procedures m the following areas: Y P lcies anct 

ad-dm* Strati on tlr Th flel ? °f. ageat recr uitment, employment and financial 
dministration. The situation today borders on chaos due to the non- 

existence of any realistic approach to the problem. Critical aspects 

aS Sal nrob?pL eVaS1 ° n a ? 6nCy SeCUrlty Policies, unresolved security 
and legal problems concerning income taxes, social security taxes and 

other statutory requirements,- the lack of accepted criteria concerning 
contractual emoluments and benefits ; and lastly procedures for the 
financial administration of agent activities. 25X1C 



c. Commercial procurement activities of the Agency as conducted bv 
r Si ° n °l by entities haS o^t™" * 

control P Per pr0cedures ** techniques for assuring proper 


d. Agency capabilities and procedures for ensuring control nf 
o^ren/o“ra-5?S eS “ ^ fleld 31:6 probab ^ Adequate in terms of 

e. The Confidential Pends Regulations are incomplete due to 
oericiencles an statements of policy and excessive £nera£Jl 

repor^in^lve^uesUonnfpSic^fa 0 ' ^ ? uestions raised in the audit 
policy or procedural deficiencies It r ^ S1 ? g ln con J un ction with the above 
tions therein give little or no co^siderationX^r^af i Ssue^rSSS 
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and secure administration of covert operations. 

7* -^ e problems of today and the near future are far more acute than 

those of the audit period in question. It is, therefore, the writer's 
opinion that an immediate study should be made of the financial and other 
logistic support requirements of current and planned covert operations. 

Tv!! rS n ® ces ® aT ^ new standards of administrative control should be established. 
Then and only then, should appropriate alterations in accounting procedures ’ 
and practices be effected. ^ procedures 


25X1 A 



Deputy Comptroller 
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